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13. The Recommended Order filed by Staff was considered at the Commission’s Open 

Meeting on March 11, 2008, and on March 20, 2008, the Commissio 

Decision No. 70194 ordered Staff to prepare a Notice of Proposed Rul 

Rules, A.A.C. R14-2-2301 through R14-2-2308 (“Proposed Net Metering Rules”) and forward it to 

the Arizona Secretary of State for publication in the Arizona Administrative Register. Decision No. 

70194 further ordered the scheduling of a public comment proceeding on the Proposed Rulemaking 

to be held no earlier than 30 days after publication in the Arizona Administrative Register, but as soon 

as practicable thereafter. 

14. On March 28,2008, a Proce a1 Order was issued setting an oral proceeding for June 

5, 2008, to obtain public comments on the Proposed Net Metering Rules, and directing Staff to cause 

Staff to ensure 
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mblished with the Notice of Final Rulemaking. 

28. Typographical errors appeari n the text of the Proposed Net Metering 

\Totice of Proposed Rulemaking have been ected. For clarity and eas 

erms have been capitalized wherever they appear throughout the t 

Lletering Rules. 

29. In response to comments received, some clarifying language has been incorporate 

some sections of the Proposed Net Metering Rules, as explained in Appendix By but no subst 

Zhanges to the Proposed Net Metering Rules are required. 

The text of the Proposed Net Metering Ru 30. incorporating typographical corrections 

ched hereto and incorporated herein by and clarifying modifications is set forth in Appendix A, 

reference. Appendix A shows the clarifying modifications in boldface type. 

3 1. 

32. 

No Notice of Supplemental Rulemaking is required. 

Prepared in accordance with A.R.S. 0 41-1057, the Economic, Small Business, and 

Consumer Impact Statement is set forth in Appendix Cy attached hereto and incorporated herein 

by reference. 

CONCLUSIONS OF LAW 

of the Arizona Constitution and Title 40 of the 

making and hearing 
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Deming, New Mexico 8803 I 
:-01750A 
won Stallings E-0 1 749A 
AOHAVE ELECTRIC COOPERATIVE 
l.0. Box 1045 COOPERATIVE, INC. 
hllhead City, Arizona 86430 

GRAHAM COUNTY ELECTRIC 

P.O. Drawer B 
Pima, Arizona 85543 

3-0366lA 
iPS ENERGY SERVICES COMPANY, INC. E-0 1703A 
100 East Van Buren Street, Suite 750 
'hoenix, Arizona 85004 COOPERATIVE, INC. 

Jalerie Rualuk Duncan, Arizona 85534 
;REATER TUCSON COALITION 

l.0. Box 42708 
rucson, Arizona 85733 

DUNCAN VALLEY ELECTRIC 

P.O. Box 440 

FOR SOLAR ENERGY E-0189 1A 
GARKANE ENERGY COOPERATIVE, INC. 
P.O. Box 465 
Loa, Utah 84747 

3-0 1345A 
9RIZONA PUBLIC SERVICE COMPANY E-03 869A 
'.O. Box 53999, Station 9905 
Jhoenix, Arizona 85072 

PDM ENERGY, L.L.C. 
One North Central Avenue 
Phoenix, Arizona 85004 

E-0 1025A 
450 IMPROVEMENT COMPANY E-01787A 
P.O. Drawer 9 NAVOPACHE ELECTRIC 
4j0, Arizona 85321 COOPERATIVE, INC. 

E-02044A Lakeside, Arizona 85929 
DIXIE-ESCALANTE RURAL 
ASSOCIATION, INC. 

SULPHUR SPRINGS VALLEY ELECTRIC 
COOPERATN 
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R14-2-2302. finitions 

R 14-2-2303. 

R14-2-2304. 

R14-2-2305. 

R14-2-2306. 

R 14-2-2307. 

R14-2-2308. 

R14-2-2301. Appl 

Requirements and Eligibility 

Metering 

New or Additional Charges 

Billing for Net Metering 

Net Metering Tariff 

Filing and Reporting Requirements 

ARTICLE 23. NET METERING 

cabilitv 
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- a. Plant-derived organic matter, 

b- Agricultural food and feed matter, 

- C. Wood wastes, 

- d. Aquatic plants, 

- e. Animal wastes, 

- f. Vegetative wastes, 

g Wastewater treatment facilities using anaerobic digestion, or 

- h. Municipal solid waste through: 
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- 15. 

- 16. 

"Renewable Resources'' means natural resources that can be replenished by natura 

processes, including: 

a. Bioaas, 

- b. Biomass, 

- C. Geothermal, 

- d. Hydroelectric, 

- e. Solar, or 

- f. Wind. 

"Solar" means radiation or heat from the Earth's sun that produces electricity from i 

device or system designed for that purpose. 

"Wind" means energy derived from wind movement across the earth's surface thai 

produces electricity from a device or system designed for that purpose. 

- 

R14-2-2303. Requirements and Eligibility 
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Net Metering tariff. 

R14-2-2307. Net Metering Tariff 

on these filings within 120 days. 
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AND THE AGENCY RESPONSE TO THEM 

R14-2-2302.4 “Combined Heat and Power or CHP (also known as copeneration)” 

ssue: APS proposes that this definition be replaced with a new definition of “Renewable Combined 

Heat and Power or (RCHP).” APS proposes deleting the entire definition of CHP appearing in 

this Section, and adding the following new definition of RCHP to the Net Metering Rules: 

“‘RCHP’ or ‘Renewable Combined Heat and Power’ (also known as cogeneration) means a 

distributed generation system, fueled by an Eligible Renewable Energy Resource, that produces 

both electricity and useful renewable process heat. Oualifying RCHP systems shall meet all 

definition of “Renewable Combined Heat and Power System” that appears in the Commission’s 

Renewable Energy Standard and Tariff (“REST”) Rules, A.A.C. R14-2-1801 et seq., at A.A.C. 

.BS. APS recommends thi 
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Power” wit Heat and Power,” 

replace “m’ with “RCHP” in Section 230 

definition to specify that CHP facilities must m 

Facilities as defined in PURPA. APS argues le distributed generation should 

not be subsidized if it is less efficient than the Utility-owned generation it would replace. APS’ 

alternative recommendation is to add the following sentence to the end of Section 2302.4: 

“QualifyinP CHP systems shall meet all PURPA efficiency and effective utilization of heat 

production standards for a Qualifying Facility certification as set forth in 18 C.F.R. 4 292.205 as 

promulgated at the time these rules go into effect.” 

\ 

Duncan Valley Electric Cooperative, Inc., Graham County Electric Cooperative, Inc., Mohave 

Electric Cooperative, Inc., Navopache Electric Cooperative, Inc., Trico Electric Cooperative, Inc., 

and Sulphur Springs Valley Electric Cooperative, Inc. (collectively, the “Electric Cooperatives”) 

are also concerned that the definition of CHP would provide incentives for distributed generation 
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able generation source becau t has a greater overall efficiency as compared to other types 

of generation due to the fact that CHP uses the waste heat in other pr sses, and distributed 

generation using fossil-fueled CHP can reduce the amount of fossil fuels used on a 

system because CHP’s greater efficiency can displace less-efficient Utility generation. APS’ 

alternative recommendation, discussed above, would clarify that PURPA-type standards for 

efficiency will be met by CHP systems qualifying for Net Metering for which any fuel is a non- 
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customers on given distribution circuit have installed the maximum size system possible under 

the Net Metering Rules. Solar Advocates point out that the National Electric Code addresses 

back-feeding distributed generation devices, and limits the amperage of any device feeding back 

onto the grid to safe levels. Solar Advocates argue that the safety and reliability related 

limitations built into interconnection standards undercut the Electric Cooperatives’ stated 
I 

concerns. 

Staff also clarifies that the Electric Cooperatives appear to misunderstand the concept of 

“energy storage” on the grid as discussed in the referenced Staff Report to mean that an 

which “stored” power is re 

facility, and that no 





over system size, which Solar Advocates believe 

measuring total connected load may not be as difficult as the Electric Cooperatives may fear, and 

that if the data on total connected load is not available, that the customer’s electric drop capacity 

may be used for system sizing, as allowed in Section 2302.13.d. Solar Advocates also argue that 

peak demand is a number difficult to estimate, and contend that adoption of this word 

replacement has the potential to exclude over 25 percent of solar distributed generation systems 

sold in Maricopa County from participation in Net Metering. Solar Advocates bases this fig 

on a report by one Solar Alliance member company that over 25 percent of the systems it has 

installed have a capacity exceeding 125 percent of the estimated peak average demand of the 

home, which is often around 7 to 8 kW. 

ould be rare. Solar Advoc 

IREC disagrees with the Electric Cooperatives that lack of demand meters or any difficulty 

estimating total connected load necessitates a limitation of system size to a per 
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qualify for if not participating in Net Metering shall be filed by the Electric Utility with the 

service studies and benefithost analyses. The Electric Utility shall have the burden of proof on 

any proposed charge." 

R14-2-2305.B 

Issue: IREC believes that the requirement of Section 2305.B that Net Metering costs be asses 

on a nondiscriminatory basis with respect to other customers with similar load characteristics 

should be clarified with regard to charging Net Metering customers additional fees or charges or 

imposing equipment or other requirements. IREC proposes the addition of language which 

currently appears in the REST 

the customer-generator any additional fees or charges or impose any equipment or other 

es at R14-2-1801.M, as follows: " 
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both Section 2305.A and Section 2305.B. 

Analysis: Staffs proposed language provides clarification of both Section 2305.A and Section 

2305.B in order to avoid misinterpretation. 

Resolution: Replace Section 2305.A and 2305.B with the new Section 2305 language 

recommended by Staff as discussed above. 

R14-2-2306 ‘‘Billing for Net MeterinP” 

R14-2-2306.E 

Issue: The Electric Cooperatives state that they do not support participation in a tim 

program for Net metering customers because they believe that the costs for such customers would 
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capacity limit is acceptable. 

cinalysis: At the time the Commission reviews a Net M ering Tariff, the 

determine whether a requested capacity limit is acce table, based on the facts presented at that 

time. 

Resolution: No change required. 

issue: Solar Advocates propose the addition of a new Section 2307.D as follows: “To the extent 

practicable, R14-2-230 1 through R14-2-2308. inclusive, shall be implemented consistent with the 
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service of Arizona electric distribution utilities under a Commission-approved tariff. 

The public at large would benefit from Net Metering since it would encourage more of the 
electricity produced in Arizona to be generated from renewable resources and high-efficiency 
facilities. Electricity produced from renewable resources such as solar, wind, or biomass, or fr 
CHP facilities, allows for lower levels of air emissions, and greater diversity and reliability of 
energy supply in Arizona. 

factors. These factors include the cost of metering and billing Net Metering Customers, and 
Electric Utility’s avoided cost of production. Also affecting the Electric Utility’s cost would be 
retail rates under which the Net Metering Customer takes service. 

rates for purchases of energy from Net Metering Facilities. 

or inspecting a customer’s Net Metering Facility. The Utilities and their customers may benefit from 

and transmission resources if Net Metering encourages more customer-installed generat 

Customers of Electric Utilities who install Net Metering Facilities will incur an initial cos 
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rulemaking, including any anticipated effect on the reven 
:mployers who are subject to the propo 

A cost to an Electric Utility w 

ayroll expenditure of 

ts of complying with the Net Metering 
Rules. These costs may be recovered through the Electric Utility’s rates to customers. Other 
;osts may include penalties that may be imposed for failing to comply with the Net Metering 
Rules. The anticipated effect on revenues or payroll expenditures of Electric Utilities would 
likely be minimal. 

To the extent that other businesses are customers of Electric Utilities and install Net 
Metering Facilities, probable costs would include the costs of the Net Metering generation 
equipment. Benefits would include the ability to meet their own needs for electricity rather than 
purchase from the Electric Utility. 

4. 
subdivisions of this state directly affected by the proposed rulemaking. 

Probable impact on private and public employment in businesses, agencies, and political 

Manufacturers and installers of renewable and CHP energy systems in Arizona may hire 
additional employees. The impact on public employment or Electric Utilities’ employment is 
expected to be minimal. 

5. Probable impact of the pr 

a. Identification of th all businesses subject to t d rulemaking. 

Businesses that are subject to the proposed rules are “E 

ed rulemaking on small b 

ties,” which are pu 
service corporations that own, operate, and maintain electrical distribution systems in Arizona. 
Some of these Electric Utilities are small sinesses, but others are large regional 

et Metering Rules are small 

A cost to small Electric 




